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Report 2023

Baclground
Pursuant to A.R.S. § 41-2953, the Joint Legislative Audit Committee assigned the

sunset review of the Municipal Tax Code Commission (MTCC) to the Senate
Finance Committee of Reference and the House Ways & Means Committee of
Reference.

The MTCC was established in 1988. Its statutory objective and purpose is to
review, hold public hearings on, and approve or deny proposed amendments to the
Model City Tax Code (MCTC). According to A.R.S § 42-6052, any Arizona city,
town, taxpayer, or the Department of Revenue may submit a proposed MCTC

amendment to the MTCC for review and consideration for approval. (Report No.
22-108).

The MTCC is statutorily set to terminate on July 1, 2023, unless legislation is
enacted for its continuation (A.R.S. § 41-3023.09).

Summary of Committee Activity

The House Ways & Means Committee of Reference met on January 18, 2023, to
review the performance audit and sunset review conducted by the Auditor General,
evaluate the MTCC's response to the sunset factors and receive public testimony.

Committee Recommendation
The House Ways & Means Committee of Reference recommended that the MTCC
be continued for four years until July 1, 2027.
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ARIZONA HOUSE OF REPRESENTATIVES
Fifty-sixth Legislature - First Regular Session

HOUSE WAYS & MEANS COMMITTEE OF REFERENCE

Report of Interim Meeting
Wednesday, January 18, 2023
House Hearing Room 1 -- UPON RECESS OR ADJOURNMENT OF REGULAR W&M
COMM

Conyened 10:51 A.M, : MINUTES RECEIVED

Recessed ’ e
Reconvened oHIEF CLERK'S OF

Adiourned 11:12 A M. /../ 9 ’“0?\:"_%

Members Present Members Absent
Representative Blatfman
Representative Cano

Representative Carbone
Representative Grantham
Representative Livingston
Representative Pawlik
Representative Sandoval
Representative Smith

Representative Heap, Vice-Chairman
Representative Carter, Chairman

Agenda
Original Agenda — Attachment 1

Request fo Speal
Report ~ Attachment 2

Commiffee Attendance
Report — Attachment 3

Presentafions
Name Organization Atitachments (Handouts)

Lindsey Perry Arizona Auditor General 4
Jeff Gove Arizona Audifor-General's Office

Comnitice Action .

Bill Action YVote Attachments
Continue Munincipal Tax Code 9-1-0-0 5
Commission for 4 years
Continue State Board of Tax Appeals for  10-0-0-0 6
8 years

HOUSE WAYS & MEANS COMMITTEE OF REFERENCE
January 18, 2023
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Sue Adams, Committee Secretary
January 19, 2023

(Original altachments on fite in the Office of the Chief Clerk; video archives available at hitp/Awwiwv.aziep, sov)
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Interim agendas can be obtained via the Internet at http:/iwww.azleg.gov finterim-Committees
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INTERIM MEETING NOTICE
QPEN TO THE PUBLIC

HOUSE WAYS & MEANS COMMITTEE OF REFERENCE

Date: Wednesday, January 18, 2023
Time: Upon Recess or Adjournment of Regular W& Committee
Place: HHR 1

Members of the public may access a livestream of the meeting here:
hitps:/iwww.azleg.qovivideoplayer/?clientiD=6361162879&eventiD=2023011082

AGENDA
1. Call to Order
. Opening Remarks
3. Sunset Review of the Municipal Tax Code Commission

+ Presentation by the AZ Office of the Auditor General
« Response by the Municipal Tax Code Commission
o Public Testimony
« Discussion and Recommendation
4, Sunset Review of the State Board of Tax Appeals
o Presentation and response by the State Board of Tax Appeals
+ Public Testimony
¢ Discussion and Recommendation

5. Adjournment

Members:

Representative Neal Catrter, Ghair Representative Travis Grantham
Representative Justin Heap, Vice Chair Representative David Livingston
Representative Seth Blatiman Representative Jennifer Pawlik
Representative Andres Cano Representative Mariana Sandoval
Representative Michael Carbone Representative Austin Smith

JY

011212023

People with disabilities may request reasonable accommodations such as interpreters,
alternatlve formats, or assistance with physical accessibility, If you require accommodations,
please contact the Chief Clerk's Office at (602) 926-3032 or through Arizona Relay Service 7-1-1.

Page 1 of 1

Attarhonnans |




Information Registered on the Request to Speak System

Flouse Ways & Means Commitiee of Reference (1/18/2023)

.

3, Sunset Review of the Municpal Tax Code

Support:
Rene Guillen, LEAGUE OF ARIZONA CITIES & TOWNS; Tom Savage, LEAGUE OF ARIZONA CITIES & TOWNS

Oppose:
Darren Coldwel, representing self; Bill Dlak, represeniing self

All Comments:

Tom Savage, LEAGUE OF ARIZONA CITIES & TOWNS: The League supports extensfon of the Municipal Tax Code
Commisslon. We have staff available to answer questions.; Darren Coldwell, Self: As City Manager of a small
community, [ personally know the Importance of this tax code, The food sales tax contributes $1.3 million dollars
to our General Fund. without this we can expect extenslve cuts to all services, including personnel.; Bill Diak, Self:
if this Bill passes it will cost the City of Page 9.8% of its annual budget, We will have no choice but Yo cut services.
PLEASE NOT NOT PASS!

4, Sunscet Review of the State Board of Tax Appeals

Altachment 7




ARIZONA STATE LEGISLATURE
Fifty-sixth Legislature - First Regular Session

COMMITTEE ATTENDANCE RECORD

COMMITTEE ON WAYS 8 MEANS (om o« 1% a6 Referoncs
CHAIRMAN: Neal Carter VICE-CHAIRMAN: _Justin Heap
&
DATE 01718123 /23 /23 23 . 123
CONVENED hEem m m m m
RECESSED |
RECONVENED
ADJOURNED nd%
MEMBERS
Blattman \/
Cano \/
Carbone. \/
Grantham \/ ’,
Livingston \/
Pawlik
Sandoval \\é/
Smith v
Heap, Vice-Chalman v
Carter, Chairrﬁan \/

+ Present - Absent exc Excused




Presenters: Lindsey Perry and Jeff Gove
ate: January 18, 2023

ARIZONA

AuditorGeneral

Moaking o Pogitive Ditference
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- Legislative agency

Independent, nonpartisan audit function to provide
unbiased, objective information

- Overseen by the Joint Legislative >c% Committee
(JLAC)

- Approves audif schedule
- Appoints Auditor General

bquanb
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Making & Positive Diffarstice



- Established by Legislature

- Systematic agency and program review

- Generally every 8 years prior {o termination date

ARIZONA

AuditorGeneral

HMaking o Posithre Difforence




- Reviews conducted by

o Auditor General

o Committee of Reference

- 2-year audit cycle approved by JLAC
o Audiis generally due by October 1
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Making a Pogithe Ditforonce



- Sunset factor analysis, including:

o Agency objective and purpose

o Extent the agency serves the entire State

o Harm to public if terminated

bm‘..NmZb
AudilorGeneral

Mauking o Positfve Ditference



- Committee of Reference must hold hearings to

- Determine if statutory requirements are necessary and being met

- Recommend continuation, including time frame, or termination

- Prepare and introduce legisiation related to
recommendations for termination/continuation
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AuditorGeneral

Making 2 Positive Difererrce



- Follow-up requirements

- Time frame: 6 and 18 months or beyond

ARIZONA

AuditorGenera

Maklng 2 Posithve Differarme




Sunset review

ARIZONA,

AudiiorGenera,
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. Established in 1988 to review, hold hearings on, and
approve/deny proposed changes 10 Model City Tax
Code

- Any Arizona city, town, taxpayer, or Department of
Revenue may submit proposed Model Code changes
to Commission

. Department of Revenue required to provide
administrative and staff support

ARIZONA

AudiforGeners

Waking o Posstive Ditforen:
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° 2&2 Code is uniform fax act that Arizona oEmm.Lm:_g,
towns are mmeSzJ\ required to adopt

- Commission can provide cities/towns options to tax or
exempt certain items by approving:

. Model Code amendment that applies only to 1 city or town

. Model Code amendment to be adopted only by cities and towns that
choose to do so

>.nﬂNAw2b
AuditorGener:
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. Commission has 9 voting members who are city/town
mayors or governing body members

- 5 members appointed by Governor
. 2 members appointed by Senate President
. 2 members appointed by Speaker of House

o @%ngmi of Revenue director nonvoting member

. 6 vacant positions as of June 2022

bEN@Zb
AuditorGener.



Commission has not met statutory objective and purpose
to hold public hearings on proposed Model Code
changes because it lacks a quorum of members

ARIZONA

AuditorGener:

Mpking a Pasithve Ditferen




Model Code at risk of becoming obsolete and no longer
meeting needs of cities, towns, taxpayers, and
businesses
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AuditorGensra

Making 2 Pesithve Ditforers.



- Governor, Senate President, and Speaker of the House

should consider appointing Commission members, as
set forth in statute

- Once Commission’s members have been appointed and
it has a quorum of members, Commission should meet
ic review any proposed Model Code changes

ARIZONA

AuditorGeneral




1 Commission member never submitted annhual conflict-of-

interest disclosure form required by Department of
Revenue policy

TARIZONA
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Mnldog o Posithve Riforence




Presenters: Lindsey Perry and Jeff Gove
Date: January 18, 2023
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ARIZONA HOUSE OF REPRESENTATIVES
Fifty-sixth Legislature - First Regular Session

ROLL CALL VOTE

COMMITTEE ON | Ways & Means Committee of Reference BILL NO.
Dt }QQNLLQI,U“’ e UNe }’}’Lc;a‘/y\_m&'dw ﬂxp}f Codle @)fw\nuﬁ«nt&%

DATE [~ (% s¢r.2 MOTION: Bcess

B PASS | AYE | NAY | PRESENT | ABSENT
Blattman

Cano

Carbone

Grantham

Livingston
L.
Pawlik
Sandoval
Smith
Heap, Vice-Chairman

Carter, Chairman

BRI SYANANELEN NN

P —

\ 0 0 |
- ng(LL the{‘f&/}/m.‘—’
APPROVED: COMMITTEE SECRETARY

A

t  NEAL CARTER, Chairman
JUSTIN HEAP, Vice-Chairman

ATTACHMENT :5




ARIZONA HOUSE OF REPRESENTATIVES
Fifty-sixth Legislature - First Regular Session

COMMITTEE ON

ROLL CALL VOTE

Ways & Means Committes of Reference BILL NO.
(::DULV}\/LC*‘ QU\L&;&@" ‘Gl “}ﬁﬁ;\m L,dém gwm,(@ g da,% 01/(.?444 ady
DATE [ (€~ poo g 5 OTION: i i
D Ylans
N PASS | AYE | NAY | PRESENT | ABSENT
Blattman v/ .
Cano \/‘
Carbone / )
Grantham ,
Livingston l/ ,
Pawllk \/ , -
Sandoval \/ ,
| Smith V)
Heap, Vice-Chairman \/,
Carler, Chain"nan l/
) D o |0 0

APPROVED:

S(’_Q_Q_, G-«téﬁ!/]qr\._},_/

COMMITTEE SECRETARY

/ NEAL CARTER, Chairman *
JUSTIN HEAP, Vice-Chairman

ATTACHMENT Zg




